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Financial stress is often associated with negative adolescent outcome, such as problem behavior, 
feelings of depression and anxiety. In this chapter, two primary hypotheses are explained about the 
reasons for socioeconomic status differences in rates of psychopathology and problem behavior of 
adolescents, namely the social selection and social causation hypothesis. Then, two major frameworks 
consistent with the social causation hypothesis, namely the family investment model and the family 
stress model, are described. Finally, evidence is provided that financial stress has direct as well as 
indirect effects on adolescents outcome. 
 
 
Socioeconomic Status and Adolescent Development 
Even in rich communities, growing up or living in poverty or at-risk-of-poverty remains a barrier for 
achieving success at school, at the workplace and in family life. Moreover, growing up and living 
with financial stress is detrimental to one’s physical and mental health. Rates of psychopathology and 
various types of mental disorders (e.g., depression, anxiety) are higher among individuals from low-
income families than among individuals from middle- and high-income families (Ponnet 2014; 
Wadsworth and Achenbach 2005). In addition, adolescents and adults from low-income families are 
not only more likely to engage in offline risk behavior, such as aggressive behavior (Braveman et al. 
2010) and substance abuse (Quon and McGrath 2015), but they are also more likely to engage in 
online risk behavior, like sexting (i.e., the sending of sexually explicit pictures through the Internet or 
mobile phone) (Van Ouytsel et al. 2014). 
Considerable debate exists about the reasons for socioeconomic status differences in rates of 
psychopathology and risk behavior of adolescents. Two primary hypotheses have emerged. The first 
hypothesis, termed social selection, proposes that the traits and dispositions of parents influence their 
social status and the health and well-being of their offspring (Conger and Donnellan 2007; Mayer 
1997). From this point of view, the observed associations between the socioeconomic status of parents 
and the developmental outcomes of adolescents are spurious because they are caused by a third 
variable. That is to say, both parental socioeconomic status and adolescents’ development are 
proposed to emanate from certain personal characteristics that are directly transmitted from the parent 
to the adolescent (Conger et al. 2010b). The second hypothesis, referred to as the social causation 
hypothesis, posits that people with low socioeconomic status or at-risk-of-poverty develop 
psychological problems as a result of living with adversity (Gershoff et al. 2007; Wadsworth and 
Achenbach 2005). In the past decade, theorizing and research have shifted toward understanding the 
processes by which family income affects adolescents’ development. There are two major frameworks 
consistent with the social causation hypothesis, namely the family investment model and the family 
stress model, which are described below. 
 
 
The Family Investment Model and the Family Stress 
Model 
The family investment model is rooted in economic principles of investments and posits that income is 
associated with successful development of adolescents as it enables parents to purchase the materials, 
experiences, and services that benefit the development and well-being of adolescents (Bradley and 
Corwyn 2002; Kiernan and Huerta 2008). From this perspective, low incomes adversely affect 
adolescents by reducing the quantity and quality of investments in adolescents, including time spent 
on child rearing. It is referred to as an investment model as it explains the income effects through the 
purchase of goods and services made by parents that can be used to invest in the human capital of 
their children. These investments include – among others – learning materials, adequate food, 
housing, clothing, and medical care (Conger and Donnellan 2007; Linver et al. 2002). Although, the 
family investment model provides a guide as to how low income might affect the level of material 
investments in adolescents, it does not address how economic circumstances might affect parent–child 
interactions (Kiernan and Huerta 2008). 
In contrast, the family stress model (Conger and Conger 2002) is a framework which describes the 
mediating role played by family processes in linking economic disadvantage to adult and child 
adjustments. This model posits that income indirectly affects parents’ psychological distress (e.g., 
depression) and creates interparental conflict due to feelings of financial stress. In other words, more 
than the objective experience of being poor, the subjective experience of economic disadvantage 
might lead to psychological distress (Barnett 2008; Conger and Donnellan 2007; Mistry et al. 2004). 
This subjective experience, referred to as financial stress, is often conceptualized as financial need 
(difficulties affording much more than the basics), financial burden (costs which impose a financial 
burden or struggle), financial insecurity (concerns about the future financial situation), or a 
combination of these concepts, and can be present in low-, middle-, and high-income families (Ponnet 
2014). In low-income families, financial stress might derive, for example, from the inability to access 
resources such as wages that sufficiently cover the cost of available housing or child-related costs, 
while in high-income families, stress might derive from overspending or carrying a large debt. 
Although the quality of the financial stress experienced by a high-income father who is concerned 
about how he will pay the mortgage on his house might be different from that of a low-income father 
who has difficulties even affording the rent on a house, it can be expected that the subjective 
experience of both fathers impacts family and adolescent functioning (Mistry et al. 2008; Shek 2003). 
In its extended form, the family stress model posits that financial stress influences the development of 
adolescents through its effects on the experiences of parents (Conger et al. 2010a). As such, 
psychological distress caused by financial stress has an effect on interparental conflict and contributes 
to problems in parenting. This disruptive parenting subsequently mediates or explains the influence of 
parental distress and interparental conflict on problem behavior or other adolescent outcomes (Ponnet 
et al. 2014, 2015). 
 
 
Direct and Indirect Effects of Financial Stress on 
Adolescents Outcome 
While the family stress model posits that financial stress affects adolescents indirectly through its 
effects on the experiences of parents, there is, however, evidence that financial stress has both a direct 
and indirect relationship with adolescent adjustment (Conger et al. 2002; Taylor et al. 2004). Chase-
Lansdale and colleagues ( 2011) found that over time adolescents were more cognizant of their 
parents’ social and economic affairs. As adolescents become aware of the shortage in the family’s 
financial resources and contemplate the limits this imposes on their own prospects, hostility and 
externalizing problems may be more likely (Taylor et al. 2004, 2014). From this perspective, it can be 
assumed that the financial stress of parents with incomes at the lower end of the income distribution 
impacts adolescent adjustment both directly and indirectly because this financial stress relates to daily 
problems such as difficulties affording basic goods, which are clearly visible to adolescents. In 
contrast, the financial stress of middle- and high-income parents may only have indirect effects on the 
life of adolescents. Indeed, results of a recent study (Ponnet 2014) revealed that family stress 
processes operate in different ways for low-, middle-, and high-income families. In particular, the 
study demonstrated that in addition to a higher absolute level of financial stress in low-income 
families, a low-income mother’s financial stress had a more detrimental impact in terms of more 
depressive feelings than mothers in middle income families. Furthermore, in low-income families, 
financial stress experienced by mothers and fathers had significant direct and indirect effects on 
problem behavior in adolescents, while in middle- and high-income families only significant indirect 
effects were found. However, the findings of the study also suggested that despite financial stressors, 
some families show resilience, and that this resilience may be more protective than in families with 
fewer stressors (Ponnet 2014). Studying financial stress in relation with the resilience of adolescents 




Several studies have shown that adolescents growing up in low-income families face many challenges 
that adolescents from more advantaged families do not. While the effects of financial stress on 
adolescent’s lives are widely documented, the mechanism by which financial stress affects 
adolescents is less well understood. Evidence arising from the family stress model indicates that 
family stress processes operate in different ways in families with different income levels. Direct and 
indirect effects of financial stress on adolescent problem behavior were found in low-income families, 
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